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CARLOS R. DrAZ, CPA, PSC
CERTIFIED PUBLIC ACCOUiITANTS AND CONSULTANTS

INDEPENDTT'IT AUDITOR,S REPORT

To the Hono6ble Mayor and
Muni.ipal Ledslative Body

Municipality of Loiza

Loiza, Puefto Rico

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each maior fund

and the aggregate remaining fund information of Municipality of Loiza, Puerto RIco as ofand forthe year

ended June 30,2013, and the related notes to the financial statements, which collectively comprise the

Municipaliry of Loiza, Puerto Riao-s basic financial statements as listed in the table of contents. we did

not auditthe financial statements ofthe business type activities.

Management's R6ponsibility for the Finantial Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with accounting principles generally accepted in the united states of America; this includes

the design, implementation, and maintenance of internal control relevant to the prepa6tion and fair

presentation of financial statements that are free from material misstatement, whether due to fraud or

error.

Auditor's Responsibility

ourresponsibilityistoexpressopinionsonthesefinancialstatementsbasedonouraudit.wedidnot
audit the financial statements of Brisas de Loiza Project which represent 100% of total assets, net

position (deficiency) and revenue of the business type activities. Those statements were audited by

other auditors whose report has been furnished to us, and our opinion, insofar as it relates to the

amounts included for Espiritu Santo Proiect, is based solely on the report of the other auditors' We

conductedourauditinaccordancewithauditingstandardssenerallyacceptedintheUnitedstatesof
America and the standards applicable to financial audits contained in Govenment Auditing stondods,

issued by the Comptroller General of the united states. Those standards require that we plan and

perform the audit to obtain reasonable assurance about whether the financial statements are fiee from

material misstatement.

CPA Audit Olalhy Ced€r
Am€ri@n lnstitlte of Certified Public Accountants

Puerto Rico so.iety of certified Publi. Accountants

FAir 747-732.O5a5 EIrrAlL.diau@6rlosdia.p.,cdPO AOX /loS, 44 MFAET tAsA Sr, AGUAs BUETAS, PUERTO RICO 00703 TEL 7a7-732 aO20



INDEPENDENT AUDITOR S REPORT (CONTINUED):

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the financial statements. The procedures selected depend on the auditol's judgment, including the

assessment of the risks of material misstatement of the financial statements, whether due to fraud or

error. ln making those risk assessments, the auditor considers internal control relevant to the entity's

preparation and fair presentation of the financial statements in order to design audit procedures that are

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness

of the entity,s internal control. AccordinSly, we express no such opinion. An audit also includes evaluating

the appropriateness of accounting policies used and the reasonableness of significant accounting

estimates made by management, as well as evaluating the overall presentation of the flnancial

statements.

we believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for

our audit opinions-

Basis for Qualifi.ation

The accounting records of the Municipality of Loiza related to interfund transactions and accounts

payable were not adequate. Accordingly, we were unable to obtain sufficient evidence to support and

satisfy ourselves about the amount recorded in each major funds and aggregate remaining funds

information as due form/due to other funds and accounts payable, stated at52,?!-6,362 and 52,129,441'

respectively, in the total governmental funds column of the balance sheet.

Qualify Opinions

lnouropinion,basedonourauditandthereportofotherauditor,exceptforthepossibleeffectsofthe
matter discussed in the Basic for Qualified Opinion paragraph, the financial statements referred to above

present fairly, in all material respects, the respective financial position ofthe governmental activities' the

business'type activities, each malor fund and the a8gregate remaining fund information of the

Muniaipality of Loiza, Puefto Rico as of June 30, 2013, and the respective changes in financial position'

and, where applicable, cash flows thereof for the year then ended in accordance with accounting

principies generally accepted in the tJnited States of america.

Other Matters

Requ i e d Su pp I e me ntory I nlo m ot io n

Accounting principles generally accepted in the United States of America require that the management's

discussion and analysis and budgetary comparison information on paBes 4 io 10 and 39 to 40'

respectively,bepresentedtosupplementthebasicfinancialstatements,suchinformation,althoughnot
a part of the basic financial statements, is required by the Governmental Accounting Standards Board'

whoconsidersittobeanessentialpartoffinancialreportingforplacingthebasicfinancialstatementsin
an appropriate operational, economic, or historical context We have applied certain limited procedures

totherequiredsupplementaryinformationinaccordancewithauditingstandardsgenerallyacceptedin
the United States of America, which consisted of inquiries of management about the methods of

preparing the information and comparing the information for consistencY with management's responses

to our inquiries, the basic financial statements, and other knowled8e we obtained during our audit of the

basic financial statements. We do not express an opinion or provide any assLlrance on the information

because the limited procedures do not provide us with sufficient evidence to express an opinion or

provide any aSsurance.
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INDEPENDENT AUOITOR'S REPORT {CONTINUED);

other lnformation

our audit was conducted for the purpose of forming opinions on the financial statements that collectively

comprise the Muniaipality of Loiza, Puerto Riao's basic financial statements. The accompanying schedule

of expenditures of federal awards is presented for purposes of additional analysis as required by U'S'

Office of Management and Budget Circular A_ 133, Audits of States, Locol Governments, ond Non-Prolit

Orqonizotions, and 1s not a required part of the basic financial statements.

Such information is the responsibility of management and was derived from and relate directly to the

underlyinsaccountingandotherrecordsusedtopreparethebasicfinancialstatements,Theinformation
has been;ubjected to the auditing procedures applied in the audit of the basic financial statements and

certain additional procedures, including comparing and reconciling such information directly to the

underlying accounting and other records used to prepare the basic financial statements or to the basic

financial statements themselves, and other additional procedures in accordance with auditing standards

generally accepted in the United States of America ln olr opinion, except for the effect on the

iupplementary information of the matter discussed in the Basis of Qualified Opinion paragraph' the

schedule of expenditures of federal awards is fairly stated in all material respects in relation to the basic

financial statements as a whole.

Other Reporting Requiredby Govenfient Auditing Stonddrds

ln accordance with Government Auditing Standords, we have also issued our report dated October 27'

2014, on our consideration of the Muniaipality of Loiza, Puerto Riao's internal control over financial

reportingandonourtestsofitscompliancewithcertainprovisionsoflaws,regulations'contracts'and
grant ag;eements and other matters. The purpose ofthat report is to describe the scope of our testing of

internal control over financial reporting and compliance and the results of that testing' and not to

provide an opinion on internal control over financial reporting or on compliance That report is an

integral part of an audit performed in accordance with Government Auditing stondords ln considering

Mu;icipality of Loiza, Puerto Riao's internal control over financial reporting and compliance'

_A#/
Carlos R. Diaz CPA, PSC

License No.275
Expire December 1,2015

octohet 27,2014
Aguas Buenas, Puerto Rico

The stamp No. E107075 ofthe Puerto Rico

Society of Certified Public Accountants was

affixed to the originalofthis report.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LOIZA

MANAGEMENT'S DISCUSSION AND ANAI.YSIS

FOR THE YEAR ENDEDJUNE 30,2013

Management ot the Municipdlity ol Loiro of lhe Commonwealth of Puerto Rico (the "Municipaliv')
provid;s this Morogem en(s Discussion ond anorysis of the Municipality,s basic financial statements as

an overview and analysis of the financial activities of the Municipality for the fis'ii year ended lune 30'

2013. We encourage readers to consider the information presented he'e in conjunction with the

additional information that we have furnished in the accompanying basic financial statements'

FINANCIAL HIGHLIGHTS

. The Mlnicipality's in the Govermental Activities has reported assets and net assets amounting to

532,496,630 and 511,859,612 respectively, in the accompanying statement of net assets' of which

the most significant assets are capital assets amounting to 527,637,28r (85 percent ol totol

Muhicipolvs ossets) .

. The Municiaplity in the same activities has reported total liabilities amounting to 520'627'018 in the

accompanying statement of net assets, of which the most significant liabilities are bonds' notes and

other long-te;m debt amounting to 513,171,088 (64 percent ol totdl liobilities)'

. The Municipality has reported total revenues amounting to 5L7,a29,76o in the accompanying

Statement of Revenues, Expenditures and changes in Fund Balances_Gubernamental Funds' for the

Fiscal Year Ended lune 30, 2013 The most significant revenues amountinB in this statement are

grants and entitlements and taxes were amounting to $9,606,937 (54 percent oI totol revenues)

and $4,756,20A (27 percent ol totol rcvenues)' rcspecli\tely '

. The Municipality has repofted a change in net position of revenues over expenditures amounting

to (5773,933) in the accompanying statement ofactivities'

. The Municipality's governmentalfunds reported combined ending fund balances of5l'241'002

. The Municipality has reported a deficit for the general fund amounting to ($4901'073)'

OVERVIEW OFTHE EASIC FINANCIAI. STATEMENTS

The Municipality's financial statements include three components: (1) the government-wide financial

statements. (2) the fund financial statements, and (3) the notes to the financial statements (collectively

known as the basic fina ncial statements).



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LOIZA

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUE)

FOR THE YEAR ENDED.'UNE 30,2013

Government-Wide Financial Stalements

rhe government-wide linoncial stotements ate designed to provide readers with a broad overview ofthe

Municipality's operations and finance as a whole in a manner similar to private-sector business These

statements provide short-term and long-term information about the Municipality's financial position,

which assist the Municipality's management to determine the economic condition at the end of the

fiscal year. These financial statements are prepared using the flow of economic resources measurement

focusandtheaccrualbasisofaccounting.Thisbasicallymeansthatthesefinancialstatementsfollow
methodsthataresimilartothoseusedbymostbusinesses.Theytakeintoaccoulltallrevenuesand
expenses connected with the fiscal year ended lune 30, 2013 even if cash involved have not been

re;eived or paid. The government-wide financial statements include: (1) the statements of net assets

and (2) the statement of activities

statement of Net Assets

The statement of net ossets presents all of the Municipality's assets and liabilities, with the difference

between these two items reported as "net assets" (equity)' Over time, increases or decreases in the net

assets may serve as a useful indicator of whether the financial position of the Municipality is either

improving or deteriorating

Statement of Adivities

The statement of activities presents information showing how the Municipallty's net assets chanSed

during the fiscal year ended June 30, 2013. All changes in net assets are reported as soon as the

unde;ying event Siving rise to the change occr.lrs, regardless of the timing of related cash flows Thus'

|."r"nr"r-"nd 
"rp-"nr"i 

are reported in this statement for some items that will not result in cash flows

until future fiscal periods {such as uncollected taxes and earned but unused vacation leave) This

statemeni also presents a comparison between direct expenses and program revenues for each function

of the Municipality.
Both of the abovementioned financial statements present all the governmental activities of the

Municipality, which consist mostly by taxes and intergovernmental revenues {such as federal grants)

vost serviies provided by the Municipality fall into this cate8ory, including "iture 
and education'

general government, health and sanitation, public safety, public housing and welfare' etc'

Fund Financial Siatements

The Municipality's fund financial statements, which consist of: (1) the balance sheet - governmental

funds and (2) the statement of revenues, expenditures and changes in fund balances - governmental

funds. These financial statements repon the financial position and results of operations of the

Municipality's governmental f unds.

5



COMMONWEALTH OF PUERTO RICO

MUNICIPAI,ITYOF LOIZA

MANAGEMENT'S DISCUSSION AND ANALYSIS {CONTINUE)

FORTHEYEAR ENDED IUNE 30, 2013

Fund Financial Statements (Continue)

Afundisagroupingofrelatedaccountsthatisusedtomaintaincontroloverresourcesthathavebeen
segregated for sp;cific activities or obiectives. The Municlpality, like most other state and local

governments, uses fund accountinE to ensure and demonstrate compliance with finance-related legal

iequirements. Each fund is considered an independent fiscal entity accounted for within a set of self-

balancing accounts that comprise its assets, liabilities, fund equity, revenue, and expenditures Fund

account;8 segregates funds accordin8 to their intended purpose and is used to aid management in

demonstrating compliance with legal, financial and contractual provisions'

The fund financial statements focus on: (1) individual parts of the Municipality's Sovernment and (2)

reporting the Municipalit'y's operations in more detail than the government_wide financial statements'

For fina-ncial reporting purposes, the Municipality classifies its funds within the following fund

categories: (1) general fund, (2) debt service fund, {3) permanent improvement fund and (4) capital

proje.ts funds (collectively known as the "governmental funds")'

Governmental funds 3re used to account for all of the services provided by the Municipality'

Governmental funds are used to account for essentiallY the same functions reported as Sovernmental

"aiiri6"a 
in the governmental-wide financial statements. However, unlike the government_wide

iiirnai"t ,t"t"."nir, governmental fund financial statements focus on near_term infiows and outflows

of spendable resources. They also focus on the balances of spendable resources availsble at the end of

the fiscal year (lune 30, 2013). This approach is known as using the flow of current finencial resources

measurement focus and the modified accrual basis of accounting. These statements provide a detailed

short-term view of the Municipality's finances that assists in determining whether there will be

adequate financial resources available to meet the current needs of the Municipality, that is, evaluating

the Municipaliby's near-term financing requirements

Because the focus of governmental funds is narrower than that of the government_wide financial

statements, it is useful to compare the fund information presented for Sovernmental funds with similar

lnforr"tion presented for Eovernmental activities in the government-wide financial statements' By

Joinc ro, a"d"rr a"v uette; understand the long-term impact ofthe Municipality's near_term financial

decisions.

For financial reporting purposes the Municipality has four major flnds: (1) the general fund (2) the debt

service fund (3) permanent improvement fund'

Notes tothe Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential to a full

,na"rstanaing of the data provided in the government-wide and the fund financial statements' The

notes to the basic financial statements c;n be found immediately following the basic financial

statements.



COMMONWEALTH OF PUERTO RICO

MUNICIPALIWOF LOIZA

MANAGEMENTS DISCUSSION AND ANAI-YSIS (CONTINUE)

FOR THE YEAR ENDED JUNE 30, 2013

Government-wide Financial Statements Summary

As noted earlier, net assets may serve over time as a useful indicator of the li,..lnicipality's financial

position. ln the case of the Municipality, assets exceeded liabilities by 911,869,512 at June 30' 2013

As previously discussed, by far the largest portion of the Municipality's net assets reflect its investment

in ;apital assets (e.g., land, buildings, machinery, equipment and all other property)' less any related

debt used to acquire those assets that is still outstanding. The Municipality uses these capital assets to

provide services to citizens; consequently, these assets are not available for future spendins Otherwise'

MunicipalitY's Basic Financialstatement, not present increase in capital actives and acrued depreciation

expenses, because al the time prepare the financial statement, Municipal Administrative was

reevaluating actives files to stablish of capitalization The following is a condensed presentation ofthe

Municipalit;'s financial position and results of operations, as reported in the government_wide flnancial

statements including its component unit, Brisas de Loiza Proyect:

Condensed Statemenl of Net Assets:

current assetS

capitalassets

Total assets

Current liabilities
Non-current liabilities

Total liabilities

Net assets/(liabilities):
tnvested in capital assets, net of related debt

Restricted
lJnrestricted

Total net assets

June 30, 2012

s 3,s93,733

s 27,116.805

s 30.710.s38

s 6,230,062

s 11.835.930

$ 18.066.992

5 22,280,092

5 4,a29,384
s{14.46s,930)

$_12,6431!16

,une 30.2013

5 4,859,347

5 27,637.243

s 32.496,630

5 7,45s,930
s 13,171.088

s 20,527,018

5 2t,a61,957

s 5,139,708

s116.138.0s3)

s_u.E69,6!2

that are subied
Municipality has

An additional portion of the MunicipaliVs net assets (l percent) represents reso!!rces

to restrictions on how they may be used. At the end of the current flscal year' the

reported positive balances in two categories of net assets'

1



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LOI2A

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUE)

FOR THE YEAR ENDEDJUNE 30,2013

Condensed statement of Activities:

Revenues:
Program revenues:

Charges for services

Operating grants and contributions
capital Srants and contributions

General tevenues:
Property taxes

Municipal license taxes

Sales and use taxes

construction excise tax
Grants and entitlements
Rent

Licenses and Permit
lnterest
Other

Total revenues

Expenses:
General administration
Public safety

Education, culture and recreational

CommunitY develoPment
Public works and sanitation
Health and welfare
lnterest

Business type-adivities:
Housing
lnterest

Totalexpenses

Change in net assets

Net assets - at be8inning ofYear

Net assets - at end ofYear

lune 30,2012

S 409,253

5 52L,133
s 2.756249

s 3.6A7,24s

5 2,84s,121

s 532,977

5 697,237

5 625,128

s 5,833,3s7

$ 32220
s 10,050

s 81,035

s 3.232,477

s$,s7,..442

15 1,262,3981
(S 1,381,787)
(s 804,520)

15 927,034)
(5 4,073,3ss)

15 2,628,os7)
(s 3e8,910)

(5 402,709)

Is 7s,619],

(517.9s4.489)

s 616,9s3

s 12826593

5X-643!15

June 30,2013

5 412,1s9

s 458,s00
s 1.496.s64

5 2.377,221

5 3,2A9,952

5 344,970

s 89s,758

5 22s,s28

5 7,647,045

5 35,s70

s 4,8s0

$ 77,720
s 3.3s6.347

S18.243.963

15 8,409,671)

l$ 1,314,842)
(5 867,s40)
(S 953,047)
(s s,146,848)

15 1,379 ,7 45)

15 434,7371

{5 378,994)
(s 72.066)

1s19,017.8961

15 '173,933)

sra64Er5

s rlt69,6U
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITYOF I.OIZA

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUE)

FOR THEYEAR ENDEDJUNE 30,2013

Fund Financial statements Summary

As discussed earlier, the Municipality uses fund accounting to ensure and demonstrate compliance with

finance-related legal requirements.

Governmental Funds _ The focus of the Municipality's governmentdl funds is to provide information on

near-term inflows, outflows, and balance of spendoble resources- such information is useful in assessing

the Municipality's financing requirements ln particular, unreseNed 1und bolonce may serve as a useful

measure of a government's net resources available for spending at the end of fiscal year' The following

is a condensed presentation of the MunicipalitY's balance sheet and results of operations of

governmentalfunds:

condensed galance sheet -Governmental funds:

Total fusets- Major Funds

Total Assets - Nonmajor Funds

Total assets

Total Liabilities - Major Funds

Total Liabilities - Nonmajor Funds

Total liabilities

Fund Balances - Major Funds

Fund Balances - Nonmajor Funds

Unasigned

TotalFund Balance

Total Revenues- Major Funds

Total Revenues - Nonmaior Funds

Total levenues

Total expenditures - Major Funds

Total expenditures - Nonmajor Funds

Total exPenditures

Other financing sources (uses) Major

Other flnancing sources (uses) Nonmajor

Revenues over (under) Expenses - Maior

Revenues Over (under) Expenses _ Nonmajor

Fund Balance at beginning of Year

Fund Balance at end of Year

June 30,2012 lune 30,2013

s 2,sss,236 5 2,592,a26

s 2.905,060 s 4,312,239

s s.460.296 $ 6.90s,06s

5 5,153,390 s 4,972,072

s 512.298 s 591.991

s s,6?s.688 $ s.554.053

5 2,439,299 s 2,s21.,A27

5 2,392,762 5 3,620,248

s (s.047.4s3) s (4.901.073)

(s 21s.392) s t.Z(L.ooz

S14,879,138
5 3.279,745

s18.1s8.883

s16,s3s,869
s 4.20L.574

s20,737 3A3

s -0-

820,000
(51,6s6,731)

ls 101.759)

$ 1E4410E

6,2r5l92)

51s,686,973
s 2.142,1A7

st7,a29,760

51s,4s8,054
s 4.345,301

s19.803,35s

$ -o-

5 3,430,000

s 228,909

s r,227,4a6

6 215,392)

s 12tU.0o3
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITYOF LOIZA

MANAGEMENT',S DISCUSSION AND ANALYSIS (CONTINUE)

FORTHEYEAR ENDED JUNE 30,2013

Capital Assets and Debt Administration

a) Capital Assets

The Municipality has invested 539,490,805 in capital assets used in govermental activities' which have

an accumulated depreciation and amortization of s12,861,057 at.lune, 30, 2013. The net Capital assets

increased duringthe current fiscalyear due to the current fiscalyear capitaladditions S1,534,743, which

were partially offset by the depreciation and amortization expense

b) Debt Administration

The Municipality finances a significant portion of its construction activities through bond and note

issuances, and throrgh stat" and federal Srants' The proceeds from bond issuances desi8nated for

construction activities are commited in its entirety for such purposes and cannot be used for any other

purposes.

At lune 30, 2013, the Municipality,s total bonded debt amounted to s12,394540, consistinE of bonds

(511,545,1;) and notes (5749,440) pavables. such debt is backed by the full faith and credit of the

Municipality.

FinanaialContact

The Municipality's financial statements are designed to present users (citizens' i6xpavers' customers'

invesiors a;d c;editors) with a general overview of the Municipality's finances and to demonstrate the

Municipality's accountability. lf you have questions about the report, or need- additional financial

intorr"tion, contact the Municipality's Chief Financial Officer on the 2"d' floor of the loiza City Hall'

Loiza, Pueno Rico.

10



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LOIZA

STATEMENT OF NET POSITION

As OfJUNE 30,2013

PRIMARY GOVERNMENT

ASSETS

cash and cash equivalents

Cash with fiscalagent
Accounts receivable, sales tax

Due from other governmental agencies

other assets

Restricted cash

Capital assets, net

Total Assets

LIABILITIES AND NET ASSETS

Liabilities:

Accounts payable and accrued expenses

Unearned income

Due to other agencies

Long-term debt:
Due within one Year
Due in more than one Year

Totalliabilities

GOVERNMENTAI.

ACTIVITIES

$ 120,068

4,175,572
55,655

231,993
15,415

26,629,748

3t,228.451

BUSINESS-
TYPE

ACTIVITIES

5 64,49s

TOTAL

5 184,s63

4,775,572

55,655
231,993

37,054
114,5t0

27,637,243

32,496.630

2t,639
L74,510

1.007.535

L26A,779

2,332,893
371,625
850,629

3,A22,063
11,339.000

L8.'122.21O

2,52L,827

3,443,371

{16.190.016)

512jo6241

34,111

38,549

1.832,088

1.904.808

(863,102)

t14,510

51,953

SlEiE@)

2,367,064
377,625
8s0,629

3,860,612
13.171,088

20,627,014

21,ao,957

2,52!,427
774,510

3,443,377

{16.138.053)

!r-869-6f2

Net Position:

lnvested in capital assets, net of related debt 22,731,059

Restricted for:
Debt service
Replacements and others

Capital project and others

Unre5tricted

Total Net Position (defi.iency)

The accompanying notes are an integralpart ofthese financial statements'

11



Cz

6z
z

-*H ", rtPPIEg'9ii:=' a iri in 6;i.d e ;-==e -qi.;i'q *iE;es:;
E E aigi4+;
,1, I ;o5: =:-=:r_ ;j =.;a. a ocl*. ;:.7.
: q 63i3 qil

6 , o;
ia.EO
f9L

9.

--1

9:

s9
J-<=
ii==
EE=E
90=-3;:9
iZFCo=oq.: E F'39=

o

2

66
loo

: |33E.q EdIH 
|d=e

i ll Lr

lH hl r li IEL'*G6'-!lE li;Ei< 16 lu!5(,ro!qtr l: lni d l6j tis -to -6\ -@ -! -s ]oE. r^ Iir i. Lib l{{oo(ocoorE leEE 16 lS06SeEJ

k

rrt-LE!l IP I

- 5 ll Lbr L^-(!^^5-c'
3 LE BFt lE Ls3-3-s-e!.8
A F HEE IX ITEXEESE.:9 5 =',-=

^tPl

o
6t

=

z

s

[-
tn9>=-r -.{L!D>la 2'
19oo
to>122

*El<!214itr
IHE

tl



COMMONWEALTH OF PUERTO RICO

MUNICIPAT.IW OF TO.ZA

STATEMENT OF AcrMnEs (CoNTINUED)

FoR THE YEAR ENDED JUNE 30, 2013

GOVERNMENTAL
ACTIVITIES

s{16.600.944)

3,2A9,952
3M,970
895,758
225,528

7,641,045
36,370
4,850

68,848
3,356.347

15.863,868

1737,076)

L3,243,3!7

5128@241

BUSINESS-TYPE

ACTIVITIES TOTAL

Net (expense)/revenue

Generalrevenue:
Taxes:

Property taxes

Municipaltax
Sales tax
Construdion excise tax

Grants and entitlements
Rent

Licenses and permit
lnterest
Other

Totalgeneral revenues

Changes in net position

Net position at beginning ofYear

Net position at end ofyear

s139.729) s(16.640,673)

2,872

2,872

(36,8s7)

1s99.772)

s1636.629)

3,289,952
344,910
895,758
225,528

7,641,045
36,570
4,850

71,720
3,356,347

15.865,740

\773,933],

12.643.545

5 1L869-612

The accompanying notes are an integral part ofthese financialstatements'
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LOIZA

BAIANCE SHEET

GOVERNMENTAL FUNDS

As OFJUNE 30,2012

MAJOR FUNOS

ASSETS

Cash:

Cash in bank
Cash with fiscalagent

Due from other governmental agencies

Due to other funds
Salestax
Other

Total assets

LIABILITIES AND FUND BALANCE

tiebilities:
Accounts payable and accrued expenses

Unearned income

Dueto otherfund
Due to other agencies

rotal liabiliries

Fund balance
Restraded for:
Debt service

Other purposes

Unassigned

Totalfund balance

Total liabilities and Iund balance

GENERAL

ruNq

S 34,111

21,413
15.415

$ 19p99

1,492,572
322,509

2,306,362
8s0,629

4.912.O72

DEBT

SERVICE

t!!p

$2,4a7,64s

OTHER

6OVERNMENTAL

tu.NDs

S 85,9s7
1,687,927

231,993
2,306,362

TOTAL

GOVERNMENTAL

tulps

s 120,068

4,175,572

231,993
2,306,362

55,6s5
15,415

34,1a2

s-5213?1 s43An39

2,521,821

691.991

3,620,248

636,875

55,116

2,129,441
371,625

2,306,362
8s0.629

5.664.063

2,s21,427
3,620,244
(4.901,073)

1.241.OO2

s 6.9!5p65

(4.901.073)

(4.901.073)

s ,70p99

2.s21.427

52.52Xts2f

3.620.244

543t2,239

The accompanying notes are an integral part of these financial statements'
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COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF LOiZA

REcoNCII.IATION OF THE GOVERNMENTAI. FUNDS

BAIANCE SHEETTOTHE STATEMENT OF NET POSITION

A5 OrluNE 30,2013

Fund balances in governmental funds

Ahounts reported lor govenmentot octivities inthe Stotement ol Net Position ore

dillerent becouse:

Capital assets used in Eovernmental activities are not financial resources and

therefore are not reported in the funds

Long-term liabilities and accrual expenses are not due and payable in the

current period and therefore are not reported in the governmental funds:

Bonds and notes PaYable
Compensated absences

Claims and judgments

Accrued interest
Notes payable cRlM

Net position of gove mentol octivities

51,247,002

26,629,748

(11,64s,100)

1'2,260,619)
(50s,904)
(203,446)

1749.440)

5-128!6241
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF TOiZA

STATEMENT OF REvENUES, EXPENDlruRE5

AND CHANGES IN FUND BAIANCE-GOVERNMENTAT FUNDS

TOR THE YEAR ENOED IUNE 30,2013

MAJOR FUI{OS

DEET OTHER TOTAL

GENERAI. SERVICE GOVERI{MENTAI. GOVERI{MENTAL

ru.{s turD IUXpg EUIDg

propertytaxes S 2,342'203 $ 947'149 $ 3'2a9'952

Municipaltares 344,970 344970

sate tax 47S,OOL 420,757 895,758

Construdion excase tax 225,52a 225'524

Licenses and permits 4,850 4'850

rnter€st 66,856 1,973 $ 19 68'8',tll

Rent 36,570 36,570

Grants and entitlements 7,464,169 2,742,76a 9,606'937

Other 3.356.347 3 356 341

TotalRevenues 14316 494 l31o47g 21427ai ,7'a29'76o

Expendituresi
Generaladministrataon 7,365'340 317'803 7'683'743

Publicsafety 1,280,908 1280'908

Education, culture and recreataon 713,386 1o2 219 815 525

Publicworks 2,76a,237 3'710'355 6'47&586

Community development 887,931 AA7 931

Heahh and welfare LOaTJSa 2r4'9O4 L'296'662

Debtservice:
Principal 951,900 951'900

rnter€st 408.610 408'610

Total expenditures 14.og7 554 1 360'510 4 345 301 19 803 365

8.ess of revenue over erpenditrres 21a,94o 9,969 12,202'574) (1'973'605)

Other financing sources (usesl:

Operating transfer in 74,231 74'231

operating transfer out l12,s5gl .1,6121 174'231)

Pro.eed from loan 3'430 000 3 430'000

Total other financing sources l72 5sg) 72'559 3 430'000 3 430'000

Excess of revenues and other finanting
source ovea {under) expenditures and

olher financing sources 146,381 a2's2a 1'227 '4a6 1450395

Fund balan.e at beginning otyear 15.047 4S4l 2 43g 2gg 2 392762 {215 393)

,.NJ
rund batance at end ofye- ,4W Ufporpz.lt Sz.szr,oz $1820,24E Sl"24r'002

t \i ,)
ntir(W7

The accompanving notes are ariifitlgral part of these financial statements'
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COMMONWEALTTI OF PUERTO RICO

MUNICIPALITY OF LOiZA

RECONCILIANON OfTHE STATEMENT OF REVENUES, EXPENDITUEES

ANDCHANGES IN FUND BALANCES OF GOVERNMENTAL

FUNOs TO THE STATEM ENT Of ACflVITIES

FoR THE YEAR ENDED JUNE 30,2013

Net change in tund balances - iotal govern mental funds S 1,456,395

Amounts rcpofted|ot Governmentdl Activities in the Stotement ofActivities ore

different becouse:

Governmental funds report capital outlays as expenditures. However, in the statement of

activities, the cost ofthose assets is allocated overtheir estimated useful lives and

reported as depreciation expense. 1,534,743

Depreciation expense on capitalassets is reported in the statement ofactivities, but do

not requirethe use ofcurrentfinancial resources Therefore, depreciation expense is

not reported as expenditure in the governmental funds. (918,500)

Governmental funds report issuance of long-term debt as other flnancial sources because

provides current financial resources. (3,430,000)

Governmental payments of long_term debts as expenditures, whereas the payment

reduces the long-term obligations in the statement ofactivities:

Notes and bonds 951,900

Change in accruals which do not requke the use of current financial resources:

lnterest 125'f27)

Accrued vacations (305'387)

chonges in Net Position ol Govemmentol Activities S O31'ES)

17



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF IOiZA

PROPRIEIARY FUND STATEMENT OF FINAiICIAL POSITION

luNE 30,2013

A55ETs

Current Assets:

Cash

Other assets

Property and Equipment

Restrided deposits

[laBllmEs AND NEr Posrno

tiabilities:
Current liabilities:

Current maturities of mortgage note

Accounts payable and accrued expenses

LonB-term debt liabilities:
Mortgage note, net ofcurrent maturities

Tenants deposits held din trust

Net position (deficiency)

The accompanying notes are an integral part ofthese financial statements'

PROPRIEIARY FUNO

BiISAS DE LOIZA PRO,IECI

S 64,495
21,639
86,134

1,007,535

l7 4.510

s1268J19

5 27,420
38.549
59.969

1,832,088
72,751

1.844,839

1,904,808

t636,6291

s1268Es

18



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LOiZA

STATEMENT oF AcnvirrEs PRoPERTY FUND

YEAR ENDEDJUNE 30,2013

Revenues:
Rent

Financial

Totalrevenues

Expenses:

Administrative
Utilities
operating and maintenance
Taxes and insurance

Depreciation
lnterest

TotalErpenses

Change in net posiiion

Net position (deficiency), beginning ofyear

Net position {deficiency), end ofyear

The accompanying notes are an integral part of these flnancial statements.

BREA5 DE [oiza PRoJ€cr

5 411,331
2,A72

414,203

744,493
74,L04
75,883
23,253

12L,251
72.066

451.060

(36,8s7)

1599,712',1

s1635-629)
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.IW OF LOIZA

STATEMENT Or CasH FLows PRoPRIETAiY FUND

FOR THE YEAR ENDEDJUNE 30,2013

cash flows from operaiinS activities:

Change in net position

Adjustments to reconcile chan8e in

net position to net cash provided by

operating activities:
Depreciat;on
Bad debt expense

lncrease or decrease in:

Other assets

Accounts payable and accrued expense

Net rash provided by operatin8 adivities

Cash flow trom investing activities:
Interest deposited on replacement reserve

withdrawal from replacement reserve

lncrease in other reserve

Deposits to replacement reserve

Purchase of property and equipment

Net cash used by investing adivities

Cash flows from financing adivities:

Mortgage PrinciPal PaYments

Net cash used by financing activities

Net decrease in cash

cash, beginning of the yeal

cash, end ofthe year

The accompanying notes are an integral part of these financial statements

PRoPERIY FUNO

BRISAS DE LoizA PROJECT

5(36,8s7)

121,251
1,426

l(4,879)
11,731

92,672

(1,568)

16,725
(140)

{22,500)

_(2s.s86)

(33.169)

{35,482)

Bs,4a2l

24,02L

40,474

5 64195
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COMMONWEATTH OF PUERTO RICO

MUNICIPATITY OF LO1ZA

NoTE5 To THE FINANChT STATEM ENTS

,uNE 30,2013

ORGANIZATION

The Municipality of Loiza (the Municipality) is a political and legal entitv with full legislative and

administrative faculties in every affair of municipal character, with perpetual succession, existence

and legal personality separate and independent from the Sovernmental of the Commonweakh of

Puerto Rico.

The municipal government is comprised of the executive and legislative bodies, which are elected

every four years in the Puerto Rico Seneral elections The executive power is exercised by the Mayor

and the legislative power by the Municipal Legislative Body, which has thirteen members.

The Municipality provides the following services to its community: health, public works, education,

public safety, housing, community and social services, welfare, culture and recreation, as well as

many other general and administrative services.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting and reporting policies of the Municipality relating to the funds included in the

accompanying basic financial statements conform to accounting principles generally accepted in the

United States of America applicable to state and local governments Generally accepted accounting

principles for local governments include those principles prescribed by the Governmental

Accounting Standards Board (GASB), the American Institute of Certified Public Accountants in the

publication entitled Audits of State and Local Governmental lJnits and by the Financial Accounting

standards Board (when applicable). The more si8nificant policies of the Municipality are described

below.

Reporting entity

A reportinB entity consists of the primary government, component units, and other organizations

that are included to ensure that financial statements are not misleading. The primary Sovernment
of the Municipality consists of all funds and departments that are not legally separate from the

Municipality. For the Municipality of Loiza, these include various services such as police protection,

recreation (including parks), street maintenance and repair, sanitation, and general administrative

services. The operation of each of these activities is directly controlled bY Municipaliby's Legislative

Body through the budgetary process.

component units are legally separate organizations for which the Municipality is financially

accountable. The Municipality has no component units.

Gove.nment wide and fund financialitatements

Basic financial statements include both governments_wide and fund financial statements.
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF LOIZA

NorEs To THE FrNANcrar SrarEM ENrs (CoNnN urD)
JUNE 30,2013

2. SUMMARY OF StGNtF|CANT ACCOUNTTNG POLtCtES (CONTTNUED)

Government-wide statements

The Sovernment-wide financial statements (consists of the statement of net position and the
statement of activities) these statements report information on all the activities of the primary
government and its component units. For the most part, the effect of interfund activity has been
removed from these statements. Governmental activities which normally are supported mainly by
taxes and intergovernmental revenues are reported separately from business-type activities, which
rely to a significant extent on fees and charges for support. Likewise, the primary government is
reported separately from certain legally separate component units for which the primary
government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given

function or se8ments are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include a) charges to customers
or applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a
given function or segment and b) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or se8ment. Taxes and other items not
properly included among program revenues are reported instead as general revenues.

Program-specific capital and operatinS grant and contributions consist of transactions that are

either mandatory or voluntary non-exchange transactions with other governmenis, organi2ations, or
individuals that restrict the resources for use in a particular program. Capital Srants and
contributions consist of capital assets or resources that are restricted for capital purposes - to
purchase, construct or renovate capital assets associated with a specific program. Operating grants
and contributions consist of resources that are required to be used to finance the costs of operating
a specific program or can be used either for operating or capital purposes of a specific program.
Restricted capital and operating grants and contributions are program revenues because they are
specifically attributable to a program are reduce the net expense of that program to the
Municipality. They are reported net of estimated uncollectible amounts.

Fund financial statements

The fund financial statements segregate transactions related to certain functions or activities in
separate funds in order to aid financial management and to demonstrate legal compliance. These

statements present each major fund as a separate column on the fund financial statements; all non-
major funds are aggregated and presented in a single column,

The Municipality reports the following major governmental funds:

A) General Fund

This is the operating fund of the Municipality and accounts for all financial resources, except
those required to be accounted for in another fund.

22



COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF I.OiZA

NoTEs To THE FINANcIA! STATEMENIS (CoNnNuED}

JUNE 30,2013

2, SUMMARY OF StGNtFtCANi ACCOUNTTNG pOUCtES (CONTTNUED)

B) Debit service fund

The fund accounts for resources accumulated and payments made for principal and interest on
long term general obligation debt of governmental funds.

Measuremeni focus, basis o{ aacounting and tinanaial statement presentation

The government-wide financial statement of Net Position and the Statement of Activities, both
government and business type activities, are presented using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded at the time the liability is incurred, re8ardless of the timing of related cash flows. Property
taxes are recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been
met.

The governmental fund financial statements are presented using the current financia, resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Under this method revenues are considered to be
available when they are collectible within the current period or soon enough thereafter to pay
liabilities ofthe current period. For this purpose, the government considers revenues to be available
iftheyare collected within 60 days ofthe end ofthe current fiscal period. Expenditures generally are
recorded when a liability is incurred, except for debt service, compensatcd absences and claims
and judgments expenditures which are reported when payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all

considered to be susceptible to accrual and so have been recognized as revenues of the current
fiscal period. only the portion of special assessments receivable due within the current fiscal period

is considered to be susceptible to accrual as revenue of the current period. AII other revenue items
are considered to be measurable and available only when cash is received by the government,

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements. Amounts reported as program revenues include 1) charges to customers or
applicants for goods, services, or privile8es provided, 2) operating grants and contributions, and 3)

capital grants and contributions, including special assessments. lnternally dedicated resources are
reported as general revenues rather than as pro8ram revenues. Likewise, general revenues include
alltaxes.

When both restricted and unrestricted resources are available for use, it is the government's policy
to use restricted resources first, than unrestricted resources as they are needed.
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPAI.ITY OF LOiZA

NoTEs To THE FINANCIAI, SIATEMENTS (CoMTINUED)

IUNE 30, 2013

SUMMARY Ot StGNtFtCANT ACCOUNTING POLICIES (CONTINUED)

Measurement focus, basis of aaaounting and ,inancial staiement presentation (aontinued)

Proprietary fund financial statements include a statement of net position, a statement of revenues,

expenses and changes in fLrnd nets, and statements of cash flows for the proprietary fund which

include a low income housing project know as Brisas De Loiza Project.

Proprietary funds are accounted for using the "economic resources" measurement focus and the

accrual basis of accounting. Accordingly, all assets and liabilities (whether current of noncurrent)
are include on the statement of net assets. The statement of revenues, expenses and change in

fund net position present increases (revenues) and decrease (expenses) in total net position. Under

the accrual basis of accounting, revenues are recognized in the period in which they are earned

while expenses are recognized in the period in which the liability is incurred.

Operating revenues in the proprietary fund are those revenues that are Eenerated from the primary

operating of the fund. All other revenues are reported as non_operating revenues. Operating

expenses are those expenses that are essential to the primary operations cl the fund. All other
expenses are reported as non-operating expenses.

cash, aash equivalents, cash with fiscal agent and investments

The Municipality's finance director is responsible for investing available resources. The Municipality

is restricted by law to invest only in savings accounts and certificates of deposit with banks qualified

as a depository of public funds by the Puerto Rico Treasury Department (PRTD) or in instruments of
the Government Development Bank for Puerto Rico (GDB). The Municipality's policy i5 to invest any

excess cash in interest bearing deposits with institutions qualified by the PRTD. Earnings from these

funds are recorded in the corresponding fund as interest income.

Cash with fiscal agent in the governmental fund consists of unused proceeds from bonds and notes

issued for the acquisition and construction of major capital improvements. Cash with fiscal agent in

the debt service fund represents special additional property tax collections retained by the
Municipal Revenue Collection Center {CRIM) and .estricted for the payment of the Municipality's

debt service, as established by law.

The MLrnicipality considers all investments with an original maturity of three months or less to be

cash equivalents.

lnterfund receivables and payables

Activities between funds that are representative of lending/borrowing arrangements outstanding at

the end of the fiscal year are referred to as either due tofrom other funds (i.e., the current portion

of interfund loans) or advances to/from other funds (i.e., the non_current portion of interfund

loans). lnterfund receivables and payables between funds within the governmental activities are

ehminated in the statement of net position.
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF [OT2A
NorEs To THE FTNANCTALSTATEMEiIS (CoNnNUED)

JUNE 30,2013

2. SUMMARY OF StGNtF|CANT ACCOUNTTNG pOuCtES (CONTTNUED)

Gpital assets

Capital assets, which include property, plant, equipment, and infrastructure (which is normally
immovable and of value only to the Municipality, such as roads, bridges, streets sidewalks, and
drainage system), are reported in the government-wide financial statements.

Capital assets purchased or acquired are carried at historical cost or estimated historical cost.
contributed assets are recorded at fair market value a5 0f the date donated. Additions,
improvements and other capital outlays that significantly extend the useful life of an asset are
capitalized. Other costs incurred for repairs and maintenance are expense,i as incurred. When
historical cost is not available it is estimated using historic sales ofthe year ofthe acquisition of the
related capital assets.

Depre.iation in capital assets is calculated on the straight-line basis over the followinB estimated
useful lives:

lnfrastructure
Building and building improvement
Furniture and fixtures
Vehicles and equipment

Fund balance

25 - 50 years

20 - 50 years

5 - 10 years

3 - 20 years

The fund balance amounts are reported as nonspendable restricted, committed, assigned and
unassigned, based on the relative strength of the constraints that control how specific amounts can
be spent, as desaribed follows:

* Nonspendable - Represent resources that cannot be spent readily with cash or are legally
or contractually required not to be spent, including bLrt not limited to invento.ies, prepaid
items, long term balances of loans and notes receivable.

* EgllIgled - Represent resources that can be spent only for the specific purposes stipulated
by constitutional provisions, external resource providers (externally imposed by creditors or
grantors), or throu8h enabling legjslation (that is, legislation that creates a new revenue
sources and restrict its use). Effectively, restrictions may be changed or lifted only with the
consent of resource providers.

* ggllEltgd - Represent resources used for specific purposes, imposed by formal action of
the entivs highest level of decision making authority (governing body through resolutions)
and can onlybe charged by similar resolutions, no laterthan the end ofthe fiscalyear.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LOiZA
NoTES To THE FINANcIA], STATEMENTS (coNTINUED)

JUNE 30,2013

suMMARy OF StGNtFtCANT ACCOUNTTNG pOLtCtES {CONTTNUED)

Fund balance {Continued)

.1. Aljglgd - Represent resources intended to be used by the entity for specific purposes but
do not meet the criteria to be classified as restricted or committed (generally resolutions
approved by the governing body). lntent can be expressed bythegoverning body, or by and
official or body to which the governing body delegates authority in conformity with the
bylaws of the Authority. ln governmental funds other than the Beneral fund, assigned fund
balance represents the remaining amount that is not restricted or committed.

* Unassigned - Represent the residual classification for the entih/s general fund and includes
all spendable amounts not contained in the other classifications. In other funds, the
unassigned classification is used only to report a deficit balance resultinE from overspending
for specific purpose for which amounts had been restricted, committed, or assigned.

Riskfinancing

The Municipality carries insurance to cover casualty, theft, tort claims and other losses. lnsurance
policies are negotiated by the Puerto Rico Treasury Department and costs are allocated among all
the municipalities of Puerto Rico. Cost of insurance allocated to the Municipality and deducted from
the gross property tax collections by the Municipal Revenue Collection Center (the "CRlM") for the
year ended June 30, 2013 amounted to approximately S175,642. The current insurance policies have
not been cancelled or terminated. The CRIM also deducted approximately S186,268 for workers
compensation insurance covering all municipal employees.

Compensated absences

Employees accumulate vacation leave at a rate of 2.5 days per month up to maximum of 60 days.
Unpaid vacation time accumulated is fully vested to the employees from the first day of work.
Employees accumulate sick leave at a rate of 1.5 days per month up to a maximum 90 days. ln the
event of employee resignation, the employee is paid for accumulated vacations days up to the
maximum allowed.

Separation from employment prior to use of all or part of the sick leave terminates all rights for
compensation, except for employees with ten years or more ofservice who are entitled to sick leave
Pay up to the maximum allowed.

Employees' maximum allowed vacations and vested sick benefits are accounted for in the Statement
of Net Position.

26
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LOIZA

NorEs To THE FTNANCTaLSTATEMENTS (CoNTTNUED)

JUNE 30,2013

SUMMARY OF SIGNIFICANT ACCOUNTING POTICIES (CONTINUED)

Post employment benefits

Pursuant variols Acts, the Municipality is required to cover annually the 3% increase (cost of living
allowance) inthe retirement plan of it's retires employees. Substantially all ofthe employees may

become eligible for these benefits of they reach normal retirement to while working for the
Municipality. For the fisaal year ended lune 30, 2013, post employment benefits retirees amounted
to 529,509. These benefits are recorded as expenditures when informed by the retirement plan.

lJse of estlmates

The preparation of financial statements in conformity with accounting principles generally accepted

in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities, and disclosure of contingent assets and

liabilities at the date of the financial statements and the reported amounts of revenues and

expenditures/expenses during the reporting period. Actual results could differ from those estimates.

PROPERWTAX

The personal property tax is self assessed by the taxpayer on a return, which i. to be filed by May 15

of each year with the Municipal Revenue Collector Cente. (the CRIM), a governmental entity created
bythe Commonwealth of Puerto Rico. Real property tax is assessed bythe CRIM on each piece of
realstate and on each building.

The assessment is made as of lanuary 1 of each year and is based on current values for personal

property and on estimated value as of 1957 for real property tax. The tax on personal property

must be paid in full together with the return by May 15. The tax on real property may be paid in

two installments by July 1 and lanuary 1.

The cRlM is responsible for the billing and cotlections of real and personal property taxes on behalf
of all the municipalities of Puerto Rico. Before the beginning of each fiscal yeai', ihe CRIM informs
the Municipality of the estimated amount of property tax expected to be collected for the ensuing
fiscal year. Throughout the year, the CRIM advances funds to the Municipality based on the initial
estimated collections. The CRIM is required by law to prepare a settlement statement on a fiscal
year basis, where by a comparison ls made between the amounts advanced to the Municipality and

amounts actually collected from taxpayers.

This settlement has to be completed on a preliminary basis not later than three months after fiscal
year-end, and a final settlement made not later than six months after yearend. lf the CRIM remits
to the Municipality property tax advances, which a.e less than the tax actually collected, a

receivable from the CRIM is recorded at June 30. However, if advances exceed the amount actually
collected by the CRIM, a liability to the CRIM is recorded at June 30.
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3. PROPERTY TAX (CONTINUED)

Residential real property occupied by its owner is exempt by law from the payment of property
taxes on the first 515,000 of the assessed value. For such exempt amounts, the puerto Rico
Treasury Department assumes payment of the basic tax to the Municipalities, except for property
assessed at less than 53,500 for which no payment is made. As part of Law No. 83 of August 30,
1991, as amended, the exempt amount to be paid by puerto Rico Treasury Department to the
Municipalities was f.ozen as of.lanuary 1, 1992. ln addition, the law Brants a tax exception from the
payment of personal property taxes of up to S5O,OOO of the assessed value to retailers having
annual net sales of less than 5150,000.

The rates are 1,0.23% fot real property and 8.23% for personal property. The €omposition is as

Easic property
Additional special property - state
Additional special property - municipal
Discounts made by state to tax payer

Real Personal

6.00% 4.00yo
1.O3% 7.O3%

3.40yo 3.40%
<_4%> .A%,

to2i% 8 3%

5,

VOLUME OF BUSINESSTAX

'fhe municipal license tax is levied annually based on the volume of business of certain businesses
and industrial organizations that operate in the Municipality. The tax rates are 1.50% for financing
institutions and .50% for the other business institutions. The taxpayers must file a return not later
than April 15 of every year and the tax is payable in two installments, due in July 1 and January 1 of
the following fiscal year. The amount levied could be paid with a five percent (S%) discount if
payment is made on or before the filing date. The Municipality levied and collected during the year
ended June 30,2013, 5322,509 corresponding to the following fiscal year volume of business tax.
This amount was recorded as deferred revenue, and is presented as a liability in the accompanyjng
financialstatements.

SALE TAX

Pursuant to an amendment to Puerto Rico lnternal Revenue Code, Act 117 of July 4 2006, the
Municipal Legislature approved the Ordinance 5, Series 2006,2007 to establish a city tax
contribution, effective November 1, 2006, to 1.5 ovet all transactions of sales of goods and
services made on Loiza's boundaries. According to the Ordinance, these new resources will be
principally used in the following activities: repairs and improvements of Municipal roads,
infrastructure and sport facilities, const.uction of curbs and sidewalk, purchases of heavy
equiPment.
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sar-E TAx (coNTtNUED)

Pursuant to the provisions ofthe taw Number 80 of luly, 29, 2007 and effective August 1, 2007, the
citizenship contribution was uniformly established in 1.5%, for all the municipalities in puerto Rico,
of which 1% will be collected by the municipalities and the remaining .S% will be collected by the
Treasury Department of the Commonwealth of Puerto Rico. A portion of those funds will be
deposited in the Puerto Rico Governmental Development Bank, as a redemption fund, for financing
capjtal projects to the municipalities.

GMNTS ANO ENTITLEMENTS REVENUE

G.ants and entitlements revenue consists of contributions received from certain quasi-public
corporations of the Commonwealth of Puerto Rico, such as the puerto Rico Aqueduct and Sewer
Authority and the Puerto Rico Electric Power Authority. Also, the Municipality receives some
subsidies from the Commonwealth of Puerto Rico which include, among others, a subsidy for
Seneral operations and for the financing of capital improvements. The intergovernmental revenues
are recorded in the General fund, except for those that are legally restricted for expenditure for
specified purposes which are recorded in other governmentalfunds.

RESTRICTED OEPOSIT

Restrided cash in the business-type activities consists of:

Tenant security deposits 5 72,751
Reserve for replacement 142,999
Reserve for taxes and other reserve 17,363
Other.eserves 1.397

(174 qln

lJnder the regulatory agreement, Project is required to set aside amounts for the replacement of
property and other Project expenditures approved by HUD. HUD- Restricted Deposits are held in
separate accounts and generally are not available for operating plrposes.

Tenant's Security Deposit and its accumulated interest are held in a separate bank savings account
in the name of the Pmject, in compliance with USDA-RD and HUD requirements. Anyamounts not
returned to the tenant due to lease violations are transferred to the Project's general operating
account.
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8. CAPITAI.ASSETS

Capital asset activity for the year ended June 30, 2013 was as followsi

Ealance
lune 30.2012 lncr€ases Decreases

Balance

Jun€ 30. 2013Primary Government

Gov€mmental activities:
Capjtal assetsnot beingdepreciated:

Land

Capital assets being depreciated:

8!ildings, park and courts
Furniture and fixtures, automobiles

and equipment

Total capita I assets being depreciated

less accumulated depreciation for:

Buildingt parks and courts
Furniture and fixtures, automobiles

and equipment

Total depreciable €apital assets, net

Governmental activities capital assets net

Business-type adivities:
Capital assets net being depreciated:

tand
Capitai assets being depreciated:

Building and improvements
Equipment

Less ac€umulated deprec,ation:
Euildins and improvements and

Total depreciable capital assets, net

Eusiness activiti€s capital assets, net

S 1.687.516

21,258,080
70,979,148

4.144.743

36.381,971

16,399,119)
(3,s87,061)

12.069,c/,2)

112.055.882)

24.326.Oa9

25.013.505

109,735

3,143,617

320.550
3,464,167

12.470,702)

993.46s

1.103.200

s22116-805

30

s

1,414,U3

119.900

1.s34.143

ls34,27rl
1244,3031

1140.026)
(918,600)

616.143

616.143

(113,425)

1113.42s]l

113.425

773.42s

S 1.687.516

22,672,923
70,979,144

4.151,278

37.803.289

(6,934,0s0)
(3,831,364)

I2.095.643)
Ir2.861.057)

24,942,232

26.629,744

16,724

25,546

lt2t.2s1)

(9s.66s)

{95.665}

S :2o,j1f

109.735

3,760,341
329.412

3,489,753

(2,s91,9s31

897.800

1.007.s3s

s2J,631-2815_
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8. CAPTTAL ASSETS (CONTTNUED)

Depreciation expense was charged to functions/programs of the Municipality as follows:

General administration
Public safety
Public works
Education, culture and recreation
Health, sanitation and welfare
Public relation, tourism and citizen alfairs
Housing

Total depreciation expense

Governmental
A.tivities

$348,782
57,877

376,672
49,736

106,699

38,834

s9t8-600

Bu5iness-Type
Activities

s121.151

s1ZlJ5!

9. LONG-TERM DEBTS

Long-term liability activityfor the year ended June 30, 2013 was as follows:

Primary Government
Governmental activities:

Bonds and notes
Notes Payable CRIM - Law 42
Compensated absences
tegalsettlement

Total

Business-type adivities:
Mortgage payable

Total

BeSinning
Balanae

S 9,167,000
749,440

1,955,232
505.904

72,377,576

Ending
Balance

S11,64s,100
7 49,440

2,260,619

505.904

1-5,161,063

Due within
One Year

51,034,900
20,640

2,260,679
505.904

3,822,063

Additions Reduciions

s3,430,000 s(9s1,900)

305,387

3,7353a7 (951,900)

1.906.119

s14283,695 !3J35,387

13s.4821 1.a10.631 38.s49

51987t82) S17.03:L700 S3-860-eU
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9. |-oNG-TERM DEBTS (CONTTNUED)

Gove,nmental activities:

Bonds and notes:

S451,000 series if 1993, payable in annual installments of S29,OOO to S32,OOO
untilJanuary 1, 2016, interest at 5% due annually. S 91,OOO

S100,000 series of 1996, payable in two annual installments of S7,0OO and
58,000 untilJanuary 1, 2015, interest at 4.5% due annually. 15,OOO

S1,685,000 series of 1999, payable in annual installments of STO,OOO to
S150,000 untilluly 1, 2023, interest ranging from 5.88% to 8% due
semiannually. 1,160,000

S655,000 series of2002, payable in annual installments ofS2O,OOOto S55,O0O
until.luly 1,2026, interest at 1.47% due semiannually. 510,000

5400,000 series of 1997, payable in annual installments ofS3O,OOO to S4O,OOO

untilJuly 1, 2016, interest at 6.75% due semiannually. 100,000

5130,000 series of 2004, payable in annual installments of S5,OOO to 51O,OOO

until.July 1, 2028, interest ranging from 5.0% to 6.5% due semiannually. 85,OOO

5360,000 series of2011, payable in an installment of S45,OOO to 565,000 on
.luly 1, 2017, interest at 5% due annually. 275,OO0

S95,000 series of 2004, payable in annual installments of S3,OOO to 57,OOO
l.rntil July 1, 2028, interest at 1.72% due semiannually. 75,000

5455,000 series of 2004, payable in annual installments ofS15,OOO to S35,OOO
untilJuly 1, 2028, interest ranging from 5.0% to 5.5% due semiannually. 355,000

5925,000 series of2005, payable in annual installments of S4O,OOO to STO,OOO

untilluly 1, 2024, interest at 1.72% due semiannuaily. 650,000

5820,000 series of2007, payable in annual installments ofS15,OOO to $7O,OOO

until July 1, 2032, interest at 1.72% due annually. 755,000

51,155,000 series of 2008, payable in annual installments of5115,OOO to
5160,000 until July 1, 2017, interest ranging at 1.72% due semiannually. 680,000
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9. LONG.TERM DEBTS (CONTINUED)

Governmental activities:

Eonds and notes:

5900,000 series of 2008, payable in two annual installments ofS1E5,OOO and
5180,000 untilluly 1, 2014, interest at 1.72% due semiannually. 5 345,OOO

5135,000 series of 2008, payable in annual installments of55,OOO to 52O,OOO

until July 1, 2023, interest at 1.72% due semiannually. 115,OOO

5445,000 series of 2008, payable in one annual installment of S1O5,OO0
at July 1, 2013, interest at 1.72% due annually. 105,000

5935,000 series of2012 payable in annual installments of S13O,OOO to 5165,0C0
untilJuly 1, 2015 interest at 6% due semiannually. 585,OOO

S1,033,000 specialobligation note series 2012, payable in month installments
ranging from 5135,900 to s181,400 until July 1, 2017, interest at 6% due
semiannually. 789,100

5820,000 series of2012, payable in annual installments ranging from S2O,OO0 to
570,000 through luly 1, 2031 interest at 6% due semiannually. 8OO,OOO

5735,000 specialobligation bonds series 2011, payable in annual installments of
rangin8 from S15,000 to 565,000 until iuly 1, 2035 interest at 6% due
semiannually- 715,000

S1,535,000 series of 2012 payable in annual installments ranging from S2O,OOO

to $125,000 untilluly 1, 2037 interest ranging from 6% to 7% due semiannually. 1,535,000

51,895,000 series of2012 payable in annual installments ranging from S4s,OOC
to 5170,000 untilJuly 1, 2032 interest rangingfrom 6% to 7% due semiannually. 1.895,000

Totalbonds and notes 11,545.100

Business type-activities:

Two mortgage notes collateralized with land and blilding, payable in monrhty
installment of54,802 and 51,312, including interest at an annual rate of9%
6.87% through December 2051. 1.810.637

s13l15,zt7
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9. |-oNG-TERM DEBTS (CONTTNUEO)

The annual debt service requirements to maturity bonds and notes payables of June 30, 2013 are as
follows:

Governmental -type Activities:

Year ended.lune 30

2074
2015

2016
2017
2018
2079-2023
2024-2028
2029-2033
2034-2038

Principal

5 1,034,900
1,017,000

887,000
921,800
780,400

2,242,000
2,110,000
1,942,000

715.000

s!690;!00

lnterest

s s01,028
576,462
629,789
551,581

503,557
2,043,428
1,276,537

595,598

s6i07,605

Aggregate
Pavment

S 1,s3s,928
1,593,462
7,516,749
1,483,381
1,243,957
4,325,424
3,386,537
2,53'1,698

834,525

513AD1,10s

Business-type adivities:

Two mortga8e notes are payable in monthly installments of 54,802 and 51,310 including
interest at an annual rate of 9yo ar.d 6.857% lteduce to 1%) through December 2051.

Mortgage payable consist of permanent residence loans provided by USDA-Rural Development.
The land and building of the Project collateralized the mortgage note.

Mortgage notes payable mature as follows:

Year ended June 30

20L4
2075
2016
20L7

2018
Thereafter

Principal

5 38,s49
42,O89

45,956
50,180
54,192

7,639,O11

s1.8,0,631

lnterest

5 34,795
31,255
27 3AA
23,164
74,552

536.801

567rt55
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tONG.TERM DEBTS (CONTINUED)

Note payable -CRIM Law 42

Note payable ol 5749,440 represents a repayment agreement with GDB and CR|M to repay the
excess of property taxes advances from fiscal years up to 2001. The CRIM will retain the principal
and interest from the property taxes advances. The amounts retained by CRIM will be remitted to
GDB on July 1 of each year through 2032. The repayment agreement is payable in semiannual
aggregate principal installments of S33,348 including an interest rate of 6.187%.

Year ended lune 30

2074
2015
20t6
2017

2018
2079-2023
2024-2024
2029-2032

Principal

s 20,640
21,937

23,3L5
24,74O

26,317
1s8,690
215,215
258,526

stApa4a

lnterest

s 45,0s7
44,760
43342
47,917
40,360

174,797
7L8,272
47,6t4

s55L159

Total

5 66,697
66,697
66,697
66,697

66,697
333,487
333,487
300,140

srl00l99

10. R€TIREMENT SYSTEM

Defined Benefit Pension Plan

The Employees'Retirement System of the Commonwealth and its instrumentalities (the
"Retirement System"), created pirrsuant to Act. No. 447 of May 15, 1951, as amended, is a cost-
sharing multiple employer defined benefit pension plan sponsored by, and reported as a component
unit ofthe Commonwealth. All regular employees ofthe Municipality hired before lanuary 1,2000
and under 55 years of age at the date of employment became members of the Retirement System
as a condition to thei. employment. No benefits are payable if the participant receives a refund of
his/her accumulated contributions.

The Retirement System provides retirement, death and disability benefits pursuant to legislation
enacted by the Commonwealth's legislature. Retirement benefits depend upon age at retirement
and the number of years of creditable service. Benefits vest after ten years of plan participation.
Disability benefits are available to members for occupational and non-occupational disabilities.
However, a member must have at least ten years of service to receive non-occupational disability
benefits.
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10. RETIR€MENT SYSTEM (CONTINUED}

Defined Benerit Pension Plan (Continued)

Members who have attained at least 55 years of age and have completed at least 25 years of
creditable service or members who have attained 58 years of age and have .ompleted ten years of
creditable service are entitled to an annual benefit, payable monthly for life. The amount of the
annuity shall be one and one-half percent of the average compensation, as defined, multiplied by
the number of years of creditable service up to twenty years, plus two percent of the average
compensation, as defined, multiplied by the number of years of creditable service in excess of 20
years. ln no case will the annuity be less than 5200 per month.

Participants who have completed at least 30 years of creditable service are entitled to receive the
Merit Annuity. Participants who have not attained 55 years of age will receive 65 percent of the
average compensation, as defined; otherwise they will receive 75 percent of the average
compensation, as defined.

Commonwealth legislation requires employees to contribute 5.775% for the first 5550 of their
monthly gross salary and 8.275% for the excess over 5550 of monthly gross salary. The Municipality
is required by the same statute to contribute 9.275% ofthe participant's gross salary.

Defined Contribution Plan

The Legislature of the Commonwealth enacted Act No. 305 on September 24, 1999, which amends
Act No. 447 to establish, among others, a defined contribution savings plan program (the
"Program") to be administered by the Ret;rement System. All regular employees hired for the first
time on or after lanuary 1, 2000 and former employees who participated in the defined benefit
pension plan and are rehired on or after January 1, 2000 become members of a Program as a
condition to their employment received a refund oftheir contributions. ln addition, employees who
at December 31, 1999 were participants of the defined pension plan, had the option, up to March
31, 2000, to irrevocably transfer their prior contributions to the defined benefit pension plan plus

interest thereon to the Program.

Act No. 305 requires employees to contribute 8.275% of their monthly gross salary to the Program.
Employees may elect to increase their contribution up to 10% of their monthly gross salary.
Employee contributions are credited to his/her individual account established under the Program.
Participants have three options to invest their contributions to the Program. tnvestment income is
credited to the participant's account semi-annually.

The Municipality is reqLrired by Act No. 305 to contribute 9.275% of the participant's gross salary.
The Retirement System will use these contributions to increase its asset level and reduce the
unfunded status ofthe defined benefit pension plan.
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10. RETIREMENT SYSTEM (CONTINUED)

Delined Contribution Plan (Continued)

ljpon retlrement, the balance in the participant's account will be used to purchase an annuity
contract, which will provide for a monthly benefit during the participant's life and 50% of such
benefit to the participant's spouse in case of the participant's death. Participants with a balance of
S10,000 or less at retirement will receive a lump-sum payment. tn case of death, the balance in the
participant's account will be paid in a lump-sum to his/her benefi€iaries. Participants have the
option of a llmp'sum or purchasing an annuity contract in case of permanent disability-

Total employees and employer contributions to the above mentioned plans during the year ended
June 30, 2013 amounted to approximately 5284,965 and 5323,513, respectively. This amount
represented the required contribution forthe cor.esponding year.

Additional information on the Retirement System is provided in its financial statements for the year
ended iune 30, 2013, a copy of whi€h can be obtained from the Retirement Syrtem-

11. CONTINGENCIES

Amounts received or receivable from grantor agencies are subject to audit and adjustment by
grantor agencies. Any disallowed claims, including amounts already collected, may constitute a

liabilityofthe applicable funds. The amount, ifany, ofthe expenditu res wh ich may be disallowed by
the grantor cannot be determined at this time, although the Municipality expects such amounts, if
any, to be immaterial.

The Municipality is defendant and/or codefendant in several litigations arising out of the normal
Municipality's operations. Most of the cases are covered by insurance. Management, after
consultation with legal counsel is of the opinion that the ultimate liability, in excess of insurance
coverage, if any, resulting from such pending litigations will not have a material adverse effect on
the Municipality's financial position .

12. SUBSEQUENT EVENTS

On April 4, 2013 the Legislature of the Commonwealth of Puerto Rico issued the Act. No. 3, which
amends the previously ,ssued Act 447 of 1951 ("Retirement System Act"). This Act makes significant
changes to the Employees Retirement System of the Commonwealth of Puerto Rico Trust created by
the Act 447 of May 15, 1951, as amended, to provide pension and other benefits to retired
employees ofthe Commonwealth of Puerto Rico and its instrumentalities. The changes established
in the Act No. 3 will apply to all employees participating in the Retirement System for the period
starting in luly 1, 2013.

Management has evaluated subsequent events through October 28, 2014, which is the date the
financial statements were available to be issued and determined that no material subsequent
events require an estimate to be recorded or disclosed as oflune 30, 2013.
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COMMONWEATTH OF PUERTO RICO

MUNICIPAI.ITY OF LOiZA
ScHEDULE OF BUDGETARY CoMpARtsoN

FoR THE YEAR ENDEoIUNE 30,2013

GENERAL FUNO

ORIGINAL
BUOGET

AMMENDED

BUDGET

VARIANCE

WITH FINAL BUDGEI
FAVORABLE

IUNFAVORABI.EI

Revenues:

Taxes:

Property taxes
Municipaltax
sales tax
Construdion excise tax

Licenses and permits
lnterest
Rent
Grants and entitlements
Other

Total revenues

Expenditures:
General administration
Public safety
Education, culture and

recreational
Public relation, tourism and
citizens affairs

Public works and sanitation
Health, sanitation and welfare

Totalexpenditures

Excess of expenditures over

5 2,823,280
L,137,369

375,627
580,841

5,000
10,000
4o,640

6,923,445
2,089.000

73,965,202

7,322,637

1,212,342

704,852

825,501
2,231,916
1.661.914

13.965,202

s 2,823,280
1,737,369

315,627
s80,841

5,000
10,000
80,640

6,923,44s
2.089,000

13.96s.202

7,322,637

7,212,382

7U,452

825,501
2,237,916
1,661,914

13.965.202

ACTUAI,

s 3,710,709

3s2,670
197,a23
225,524

4,450
30,599
27,O20

7,464,769
3,370.465

15.383,833

8,611,149
7,346,377

746,956

940,655
3,383,475
1.140.392

16.168.944

s 1785J!1)

5 887,429
(7U,699l,
(117,804)
(35s,313)

(1s0)

20,599

ls3,620)
540,724

1.281.465

1,418,631

l.1.,288,sL2)
(133,93s)

(42,104)

(115,154)
(1,14s,ss9)

521.522

12,203,742)

s 1785.111)
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JUNE 30 2013

1. BUDGETS AND BUDGETARY ACCOUNTING

The Municipality follows these procedures in establishing the budgetary data reflected in the
financialstatements:

1) Formal budgetary integration is employed as a mana8ement control device during the year for
the General Fund. Formal budgetary integration is not employed for special revenue funds
because effective budgetary control is alternatively achieved through legal and contractual grant
requirements provisions.

2) On or before May 15, the Mayor submits to the Municipal Legislative Eody a proposed operating
budget for the fiscal year commenaing the following July 1. The operating budget includes
proposed expenditures and the means for financing them.

Prior to June 13, the budget is legally enacted through passage of an ordinance.

The Municipal Legislative Body approves, by ordinance budget approF:iations by functional
basis. The Mayor is authorized to transfer budgeted amounts between departments within any
fund; however, any revisions that alter the total appropriations of any fund must be approved
by the Municipal Legislative Body.

Unused appropriations forthe annualbudgeted funds lapse atthe end oftheyear.

The budget is prepared on the budgetary basis of accounting. The actual results of operations,
presented in the Statement of Revenues and Expenditures - Budget and Actual General Fund, is
in conformity with the budgetary accounting of the Municipality for a better comparison with
the budget information.

The presentation of the budgetary data excludes other approp.iations such as capital projects,
debt service and special revenue funds because projects are funded on a multi-year nature,
generally requiring several yea.s to complete or effective budgetary control is alternatively
achieved through generalobligation bond indentures and legaland contractualgrant agreement
provisions.

3)

4l

s)
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2, RECONCII.IATION OF GAAP TO BUDGETARY BASIS

Adiustments necessary to reconcile the revenues and expenditures of the General Fund at the end
ofthe year, from the generally accepted accountin8 principles to budgetary basis, are as follows:

Excess of expenditures over revenues, budgetary basis

Adjustments to accounts payable and accrued expenses to
adjust expenses from budgetary basis to modified accrual
basi5

Adjustments to accounts receivable

S (78s,111)

1,998,831

11,067,339)

Excess of revenues and other financial sources under
expenditure and other financial sources per generally
accepted accounting principle S 14618!
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALIry OF IOiZA
ScHEDULE Or txpENDtTUREs OF FEDtRALAwaRos

YEAR ENDED,IUNE 30, 2013

NUMBER DISBURSEMENT

US DeDartment of HousinE and Urban
Development
Passed through:

Municipal 5ervice Administration:
Community Development Block Grant 14.228 S 849,851

Municipality of San luan Housing Opportunities
for Persons with AIDS (HOPWA) 74.24L 111,131

Puerto Rico Department of Family:
Shelter Plus Care 14.23A 86,035
ARRA-Homeless Prevention and Rapid

Re-Housing Program 74.262 16,651
Direct Program:

Section 8- Housing Choi€e Vouchers L4.a71 72,245

1.135.913

US DeEartment o, Health and Human Serviaes
Passed through:

PR Department of Family:
Child Care and Development Block Grant 93.575 133.355

133.355

US Department of Agdculture
Passed through:

PR Department of Education:
Child and Adult Food Program 10.558 10,383

10,383

US Department of Enersv
Passed through:

PR Energy Affairs AdministGtion
Energy Efficiency and Conservation Grant 41.128 65.838

55.838

sr3!5190
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIry OF [OiZA
NorEsTo SCHEDU|E OF EXPEND|TURE5 OF FED€RALAwARDs

JUNE 30,2013

- 
1. BASIS OF PRESENTATION:

The accompanyin8 Schedule of Expenditures of Federal Awards includes the federal grant activity of
Municipality of Loiza and is prepared on the modified accrual basis of accounting. Accordingly, amounts

- presented in the accompanying schedule agree to amounts presented in the basic financial statements.
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ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
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GOVERNMENT AUDITING STANDARDS
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CARLOS R. DIAZ, CPA, PSC
CERTIFIED PUBLIC ACCOUT{TANTS AI{D COTISULTANTS

INOEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINAiICIAL REPORTING AT{D ON
COMPLIANCE AND OTHER MATIERS BASED ON AN AUDIT OF FINANCIAL STATEME TS PERFORMED IN

ACCORDAICE wlTH GOVERNMENr AUDMNG SrANDARDS

To Honorable Mayor and
Municipaliw LeAislative Body

MunicipaliWof Loiza
loiza, Puerto Riao

We have audited, in accordance with the auditing standards generally accepted in the lJnited States of
America and the standards applicable to financial audits contained in covernment Auditing Stondords
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the business-type activities, each ma.ior fund, and the aggregate remaining fund information
of Municipality of Loiza, Puerto Rico, as of and for the year ended lune 30, 2013, and the related notes
to the financial statements, which collectively comprise Municipality ot Loira, Puerto Rico's basic
financial statements, and have issued our report thereon dated October 27, 2014.

lnternal Control ov€r Financial Reporting

ln planning and performing our audit of the financial statements, we considered Municipality of loira,
Puerto Rico's inteanal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose ofexpressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of
Municipality of Loiza, Puerto Rico's internal control. Accordingly, we do not express an opinion on the
effectiveness of Municipality of Loiza, Puerto Rico's internalcontrol.

Our consideration of internal control was for the limited purpose described in the preceding paragraph

and was not designed to identify alldeficiencies in internal controlthat might be mate ria I wea knesses or
significant deficiencies and therefore, material weakness or significant deficiencies may exist that were
not identified. However, as described in the accompanyint schedule offindints and questioned costs we
identified certain deficiencies in interna I control that we considered to be a material weakness.

A deliciency in internol control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assiSned functions, to prevent, or
detect and correct, misstatements on a timely basis. A motetidl weokness is a deficiency, or a

combination ofdeficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entivs financial statements will not be prevented, or detected and corrected on a
timely basis. We considered the deficiency described in the accompanying schedule of findings and
questioned costs to be material weakness (Finding number 2013-01). A significont deliciency is a

deficiency, or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.

1\PA GovernmentalvU r Audit Oualit Center

MEMBER:

Ameri6n lnstitute of C€rtified Pullic Ac(orlntantl
Puerto Ri@ SGiety of Ce.tified Public Ac@.tants

787-fi2{,2o FAx: n1-79 @5 tMArL.diazeenosdi:r$.,@mPO AOX4{'4.44 RAFAIT LASA ST, AGUAS SUEI{AS, PUERTO RlcO 0o7O3 Itr



Compliance and Other Matters

As part of obtaining reasonable assuran€e about whether Municipality of Loiza, Puerto Rico's financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have
a direct and material effect on the determination of financial statement amollnts. However, providing
an opinion on compliance with those provisions was not an objective of our aodit, and accordingly, we
do not express such an opinion. The results of our tests disclosed instances of noncompliance or other
matters that are required to be reported ondet Govemment Auditing Stonddtds and which are
described in the accompanylng schedule of findings and questioned cost as items 2013-01and 2013-02.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity's internal control or on compliance. This report is an integral part of an audit performed in

accordaoce with Government Auditing Stondords in considering the entity's internal control and

compliance. Accordingly, this communication is not suitable for any other purpose.

-g#/
October 27, 2014
Aguas Buenas, Puerto Rico

The stamp No. 8107077 ofthe Puerto Rico

Society ofCertified Public Accountants was
affixed to the original ofthis report.

Carlos R. Diaz CPA, PSC
License No. 275

Expire December 1,2015
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REPORT ON COMPLIANCE wlTH REQUIREMENTS

APPLICABLE TO EACH MAJOR PROGRAM ANO

ON INTERNAI. CONTROL OVER COMPIIANCE
IN ACCORDANCE WITH OMB CIRCULAR A.133
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CARLOS R. DIAZ, CPA, PSC
CERTIFIED PUBLIC ACCOUNTANTS ANO CONSULTANTS

INDEPENDENT AUDITOR'S REPORT ON COMPUAiICE FOR EACH MAJOR PROGRAM
AND OI{ IiITERNAL CONTROL OVER COMPUAITCE REQUIRED BYOMB CIRCUTAR A-133

To Honorable Mayor and
Municipality Legislative Body

Municipality of Loiza

Loiza, Puerto Rico

Report on Compliance for Each Major Federal ProSram

We have audited Municipality of loiza, Puerto Rico's compliance with the types of compliance
requirements described in the OMB Citculor A 133 Complionce Supplemert that could have a direct and
material effect on each of Municipality ol Loiza, Puerto Rico's major federal progaams for the year
ended lune 30, 2013. Muhicipality ot Loiza, Puerto Rico's major federal pro8rams are identitied in the
summary of audito/s results section of the accompanying schedule of findings and questioned costs.
Municipality of Loiza. Puerto Rico's basic financial statements include the operations of the Brisas de

toiza Project, which had expenditure of 52,327,697 in federal awards which are not included in the
schedu,e during the year ended lune 30, 2013. Our audit, described below, did not include the
operations of Brisas de Loiza Project because Municipality of Loiza, Puerto Rico engaged other auditors
to perform an audit in accordance with OMB CircularA-133.

M o n o g em e n( s R espnsi Ul ity

Mana8ement is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Au d ito t's R e spo,t s i bi I ity

Our responsibility is to express an opinion on compliance for each of Municipality of Loiza, Puefto
Rico's major federal programs based on our audit of the types of compliance requirements referred to
above- We conducted our audit ofcompliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in Government
Auditing Stondords, issued by the Comptroller General of the United States; and OMB Circular A 133,

Audits of Stotes, Locol Governments, ond Non-Ptufit Otgonizotions. Those sta ndards a nd OM B Circu la r A-
133 require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct
and material effect on a major federdl program occuraed. An audit includes examinin& on a test basis,

evidence about Municipality of Loiza, Pue o Riao's compliance with those requirements and
pe.forming such other procedures as we considered necessary in the circumstances.

Andit olality Cedet

MEMSER:

Am€ri@n lnstitute of CenifEd Public Acountants
Pueno Rico s@iety of cenif@d Publi. acdntants

CPA
PO BOX 4Oa, 44 MFATL IISA SI, AGUAS aUENAS, PUERIO RICO m703 ItL 747-732-&20 FAx: 747-732-0645 EMAIL: cdiaz@@nosrdia..Fa..oh



We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of Municipality of Loiza,
Puerto Rico's compliance.

Opinion on Edch Mojot Federul Prcgrum

ln our opinion, Municipality of Loiza, Puerto Riao complied, in all material .espects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of its
major federal paograms for the year ended lune 30, 2013.

Report on lnternal Control over Compliance

Management of Muniaipality of Loiza, Puerto Riao is responsible for establishing and maintaining
effective internalcontrol over compliance with the types ofcompliance requirements referred to above.
ln planning and performing our audit of compliance, we considered Munlaipality of Loiza, Puerto Ri.o's
internal control over compliance with the types of requirements that could have a direct and material
effect on each major federal program to determine the auditing procedures that are ;ppropriate in the
circumstances for the purpose of expressinB an opinion on compliance for each major federal program

and to test and report on internal control over compliance in accordance with OMB Circular A-133, but
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.

Accordingly, we do not express an opinion on the effectiveness of Municipality of Loiza, Puerto Rico's

internal controi over compliance.

A, deficiency in internol control over compliorce exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requkement of a federal program on a timely basis. A moteriol weokness in intemdl control ovet
complidnceis a deficiency, or combination of deficiencies, in internal controlover compliance, such that
there is a reasonable possibility that material noncompliance with a type of compliance requirement of
a federal program will not be prevented, or detected and corrected, on a timely basis. A significant
deficiency in internol control over complionce is a deficiency, or a combination of deficiencies, in internal
control over compliance with a type of compliance requirement of a federal program that is less severe
than a material weakness in internal control over compliance, yet important enough to merit attention
by those charged with Eovernance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deflciencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over aompliance that we consider to be material weaknesses, However,
materialweaknesses may exist that have not been identified.
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The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
OMB Circular A-133. Accordingly, this report is not suitable for any other purpose.

-A@/
Oclobet 27,2014
Aguas Buenas, Puerto Rico

The stamp No. E107078 ofthe Puerto Rico

Societyof Certified Public Accountants was

affixed to the originalofthis report.

Cados R. Diaz CPA, PSC
License No. 275

Expiie December 1, 2015
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COMMONWEAI-TH OF PUERTO RICO

MUNICIPALITY OF LOIZA

ScHEDULE OF FINDINGS AND QUE5TIoNED COSI5

FoR THE YEAR ENDED JUNE 30, 2013
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FinancialStatements
Type ofaudito/s report issued

- lnternalcontroloverfinancialreporting:

Qualitied

. Materialweakness identified? _yes _no
Signifi cant deflciency identif ied

that is not considered to be materialweaknesses? _yes _no

- Noncompliance materialto financial statement noted? _yes _no

COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LOiZA

SCHEOUIE OF FINDINGSANO QUEsTIONED CO5T5

FoR THE YEAR ENoED JUNE 30, 2013

SECTION I . SUMMARY OF AUDITOR'S RESUI.TS

Type ofaudito/s repon issued on compliance for
major programs

Any audit findings disclosed that are required to be
reported in accordance with section 510(a) of
Circular A-133

ldentification of major programs:

CFA Number(s)

t4.228

Federal Awards

lnternal control over major programs:

Materialweakness identified? _yes _no
. Significant deficiency identified that are not considered

to be materialweakness _. _ -yes _no

Qualilied

Dollarthreshold used to distinguish between type A
and type B programs:

Audit qualified as lowrisk audited?

_yes _no

Name of FederalProgram

Community Oevelopment
Elock Grants
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPAI,IW OF LOIZA
ScHEDULE Or FlNotNGs AND QUEST|oNED CosTs

FoR THE YEAR ENDED IUNE 30,2013

SECTION II . FINANCIAL STATEMENT FINDINGS

Finding No.2013-1 - ceneralLedger

The Municipality does not have the accounting practices, policies or internal controls in place to provide
for the preparation of financial statements, on a timely basis, in accordance with accounting principles

Benerally accepted in the United States of America ("generally accepted accounting principles"). The
accounting system does not provide for a self balancing set of accounts for each fund operated by the
Municipality, recording cash and other financial resources, together with all related assets, liabilitaes,
revenues, expenditures and changes in fund balances. Therefore, the financial gtatements must be
p.epared using financial information obtained from various departments and accounting records. The
records are not integrated, and do not follow a double entry system (debit credits). As a result, the
records required significant adjustments in order to present the financial position and results of
operations ofthe Municipality in cohformity with accounting principles generally accepted in the United
States ofAmerica.

The Municipality's accountinB system does not provide for a subsidiary ledger of account payable and
interfund balance that reconcile to the general ledger account balances.

The continued failure to have an adequate accounting system prevents the Municipality from having
current/ accurate and reliable financial reports and information necessary for management to take
efficient and effective actions, inaluding corrective actions when pians and objectives are not being met.

Reaommendation

The Municipality should adopt and implement a plan to convert its accounting system to an integrated
system that would allow for the monthly closing of the general ledger, as well as the preparation of
yearend financial statements in accordance with accounting principles generally accepted in the United
States ofAmerica.

This plan should provide for:

a. Assessment of the financial accounting and reporting needs in order to take the necessary steps to
meet the financial reporting requirements of GASB Statements No. 34.

b. The preparation of periodic financial reports to be submitted to the Finance Director and all other
interested entities.

c. Adequate training of all accounting personnel to improve the understanding of the system and to
promote operational efficiency.

54



COMMONWEALTH OF PUERTO RICO

MUNICIPAI-ITY OF [OfZA
SCHEDUI.E Of FINOINGS ANO QUESTIONEOCOSTS

FoR THE YEAR ENDEDJUNE 30,2013

SECTION II - FINANCIAI- STATEMENT FINDINGS

Finding No.2013-2 - Budget

- The Municipalih/s system of internal control relating to the Budgeting function does not adequately
prevent operating management from incurring expenditures in excess ofthe level offunds appropriated
and available. The Municipality closed its fiscal year ended June 30, 2013 with an unreserved fund

- balance deficieno/ in the generalfund a pproximate ly 55,047,454.

This occurs because the budgeting system does not reflect actual available revenues and therefore

- cannot prevent the obligation of expenditures for which current resources will not be available.

Article 8.004 (b) on the Municipalities law establishes that the Municipality cannot obligate or spend

- funds in excess of the appropriations or the ensuing fiscal year. ln addition, according to Chapter lV,

Section 17, of the basic Standards, the responsibility of oversight to prevent deficits in any municipal
fund rest with the Finance Director.

The continued occurrence of this situation could result in the eventual reduction of elimination of
municipal services since future revenues will need o be used to pay for accumulated laoilities.

Recommendation

- The Municipality should revise and amend the budget as current information related to collections of
budgeted revenues became available.

55



COMMONWEAI.TH OF PUERTO RICO

MUNICIPALIW OF LOiZA
SCHEDULE OF FINDINGSAND qUESIIONED CO5I5

FoR THE YEAR ENDEoJUNE 30,2013

SECTION III. . FEDEML AWARDS FINDINGS AND QUESTIONED COSTS

NON E
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF I.OiZA

ExHlBlr- |

CORRECTIVE ACTION PLAN

FOR YEAR TNDEOJUNE 30,2013
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